
Pursulwrt to the Hewing Division's April 21, 1999, Procedural Order. Navopacbe 

EIectric Coopemtivet, inc ("Navopacche") rqmfitlly submits testimony of David Beray, 

Nanrigmt Consulting, fnc . in the abvt?-craprioned docket 

IWSFECTFLXLY SUBh"lTTE5 this 25th day of August, 1999 
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2712 North Seventh Street 
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Q. \%%at I5 the p u v .  o f  y o u  wbuttai testimny? 

A. 1 wrtl respond to several; points mi& hy Staff witness Elaine Saund . , primarily g. with regnrd to unbundkd rates. 

I 
,J. What did sWl rrscommend with regard to Nnvopache‘s trnplcmt-ntation Plan ior I 

Stranded Cost Recovery? 

A. Staft r e c o m n c i k d  that the Commission approve Navopache’s I’Ian because it 
conbibutes to the gad of allowing competition and provides substantial and 
immdhte rate r. .lief to Navopache s customers (Testimony of Elaine Saunders, p. 5, 
llWV 13 to 16). I C  

Q. a0 you have any t werat1 observations on Staff‘s testimony? 

4. Yes. Niivopache ,lpprrcijrtes Staff‘s rccomnrendation that the C :mmission approve 
Navopack’s Strarrdtrd Cost implementation Plan. Ms. Sunders dentifies the major 
features of the Fian: that stranded cost was established by an open bidding process 
and that Savapache and its mernbers/customers who select standard offer service 
will expenencc a large reduction in purchased power costs, including the recovery 
of stranded ccvsts. 

Q. SL=& indicates that Navopxhe’s Stranded Cost Implementation Plan does not 
directly address fair B E C ~ S S  for potential competitors to Navopache’s customers. 
Staff further indicates that fair access will be reviewed as  put of the Code of 
Conduct applicabie to all distribution providers (Testimony of Elaine Saunders, 
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Kebuttal Testimor:y of David Berry 1 I’aagr 2 

LAWS the Cornnuwon’s Code of Conduct rule pertain to pugr 3, h n e  17 to 21’1 
Sa\ opachtr’ 

I 

A Ln general, no. A.A.C Rlt2-t61S(A) states that aH competitive generation assets 
and comphbue se~\’ices shall be separated from an Affected Utility and transferred 
to either an unaffiliated party or separate affiliates. However, A.A.C. R14-2-lhlS(C) 

of the service 

is not 

c‘cmpebtive services outside its traditional st?nwe area. A.A.C. R14-2-1616 states 
that Affected Utilibes which plan to offer noncompetitive services and competitive 
st?n’ic~s through their competitive affiliates shall prop”e d Code of Conduct to 
present ianbtornptitive dctivit.Ie?s. Navopache does not have competitive affiliates 
arid theteftxr would not need to file a Code of Conduct with the Comrmssion. 

dtcates  that eltytnc distribution cmpratisu 3s to the provisiijns of 
K14-2-1615 unless it offers competitive electric 
tt*mtory it hiid as of the eftective date of the 
r q u t n x i  to put its competitive assets or 

F 

i 
Q. How will Navopache ensure fair access by potential competitive suppliers to 

I Navopache’s custmwrs? 

A. Savopache will ensue that coinpetibrs have fair access to its customers through 
nrindiscnminatory appiicahon of its unbundled rates. Such rattw for distribution 
and related W ~ ” X S  w w e  approved in Decision No. 61283, dated December 14,1998. 

I 
Q. I)rm Na-vopache face any practical problems in implementing unbundled rates for 

stantlard offer customem? 

A .  Yes. As indicatexi by Navopaciw in its request of June 14, 1999, Navopache cannot 
untrruldk its pum er supply costs (for standard offer sewice) incurred as a result of 
its bundled purchases of powrr, transnussion, and ancillary services from Plains 
Electric Genmatitbn and Transmission Cooperative, Inc. (Mains). Further, 
Navopache does 11 it currently have billing soffware which can pt int out unbundled 
charges. 

Q. f3id Staff make any recommendations regarding Navopache‘s unbundled rates? 

,A Yes. Staff recommended that Navopache unbundle its standard offer rates to the 
greatmt extent pmsible and that Navopache be allowed to amend its unbundled 
rates rf the Commission allows Arizona Public Service Company to use an avoided 
cost approach to designing unbundled rates. With regard to unbundled standard 
o f f e r  rates, Ms. Gunders indicates (p. 6, lines 5 to 13) that once the PNM contract 
btxrpmcs effective, Navopache will be able to unbundle generation costs, including 
strandtd costs. To the extent that other generation components remain bundled, 
9af f  proposes that Navopache inform customers of the bundled purchases through 
a frutrmote or otht.r means. In addition, Staff notes that until Navopache‘s Mine, 

’ I  i ! 
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i 51 atern cum aczcrmrnrxhte unbundled bills, Navepiche’s unbundled standard oticr 
r a w  will be avarihle on taritts filed with the Commission. i $ 1  

Q. What IS Navopache’s response to Staff‘s propsal regarding unbundled standard 
offer rates? 

A. In Ehcismn No 61283, dated December 14, 1998, the Commission approved the use 
04 Nasopashe’~ c m n t  tanffs as its standard offer tariffs. However, in compliance 
with the d t u w n  issued m this matter, Navcipache will file an unbundled standard 
cdkr tariff. In the tariff, Navopichr will unbundle its standard offer distribution 
ta&% as set forth in its approved (or amended) unbundled services rates, and will 
indicate that power supply costs w d  reflect current bundled embedded costs ns 
dp&rJ tkmu$r a yclrchased powr adjustmutt: mechanism. Actual bundled purchased 
Fowt=r costs per kW% varv from month to month. 

With regard to the yurchawd power cost adpstment mechanism, the tariff will 
dirrr>?e two situabc9ns. First, while Navopache continues to purchak power on a 
bundled bass ttmi Phis, there will be no breakdown of power supply costs into 
component parts. Second, the tariff wit1 indicate that, after Navopache begins 
obtaining power supply from Public Senice Company of New Mexico, the stranded 
cost charge will be $o.oabos per kWh and that the stranded cost charge will tw 
modified amuailg as total kWh sales (imluding kWh sales by third parties to 
Navqx~frc’s distribution customers) in its service territory change. The tariff will 
a h  indxate that the purchased power adjustment factor presented on unbundled 
bilk will report average unbundled power +upply charges and average transmission 
chiq:es per kWt wtuch wilf vary from month to month. 

t n t d  ’Gwopache has b t e d  and implemented i ts  new billing system, it wdl not be 
able t s ,  mctude ut bundled r a t a  in its bills. After the new billing system IS in place, 
blllls will show !he unbundled rates and purchased power adjustment factors 
d m k j  atrove, tc the extent allowed by the billmg software. 

Navopachc r q u e \  s that i t  be permitted tu deviate from the nles (A.A.C. R 1 4 2 -  
ItiWC) and R - I C  lb12(Ni) as describe4 a b w  with regard to uii~undled standard 
offer rates 

I 

f 

Q In vour tirrtvrt teshrnony you indicated that Navopache may incur costs associated 
w& &e introduction o f  retail electric compehtion. For example, Navopache may 
hive to mkest in new billing software or new metering earlier than it would 
otfwm LW have had to make such investments in order to meet the requirements of 
t b ~  Comissrcm’s competition d e .  Therefore, Navopache wishes to resew? the 
right to request recovery of other competition transition costs in the future as those 
imts, if anv, become known. Staff stated that Navopache is not precluded from 
rquating ’reasonable costs of operation in the context of a distribution rate case 
ITtbstirncmy of Elaine Saunders, page 6, lines 20 to 21). What is your response to 
St. I it ’  c piw i h on? 
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